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ASSOCIATES LIMITED 


TO OUR SHAREHOLDERS 


1968 was a very exciting year for your Company. 
Our Gabriel operation achieved record sales and earn- 
ings and in the Fall of 1968, we took a very important 
step in our overall programme to expand the opera- 
tions and profitability of your Company by acquiring 
Jaco Catalogue Equipment Limited, J. C. Adams Com- 
pany, Limited and a majority interest in Permatex-Pep 
Limited. 


CHANGE IN YEAR-END 


The financial information included with this report 
covers a 16 month period — September Ist 1967 to 
December 31st 1968. Your Directors have decided to 
change the year end of your Company from August 
31st to December 31st, in order to facilitate our ac- 
counting and to give you, our shareholders, a better 
base for comparison. 


The 16 month financial statements are segregated 
between the 12 months ended August 31st 1968 and 
the 4 months ended December 31st 1968. Included in 
the 4 month statement are the accounts of Jaco 
Catalogue Equipment Limited, J. C. Adams Company 
Limited and Permatex-Pep Limited, from the time of 
acquisition only. 


OPERATING RESULTS 


Although sales volume for the. 12 months ended 
August 31st 1968 was down from the previous year, 
operating earnings were slightly higher. 


Gabriel of Canada Limited enjoyed a record year in 
1968, with sales in excess of $11,000,000. These sales 
produced record earnings and your Company’s share 
of the after-tax earnings of Gabriel amounted to the 
equivalent of approximately 25¢ per Van Der Hout 
share, after the write-off of $145,000, in deferred 
costs. The deferred charges arose with the 1966 plant 
expansion and were systematically amortized through 
1967 and 1968. At December 31st, 1968, there are 
no deferred charges in the Gabriel accounts. The 
investment in Gabriel is carried at its.cost of $323,500, 
although your Company’s share of the equity in the 
underlying assets of Gabriel is in excess of $1,000,000. 


The 4 months ended December 31st, 1968, showed a 
nominal loss which is a result of costs incurred in the 
acquisition of Jaco, the cost of acquiring new manage- 
ment to augment your management team and for re- 
organization generally. 


NEW DIVISIONS 

JACO CATALOGUE EQUIPMENT LIMITED is a manu- 
facturer and distributor of binders, carrying cases and 
desk and counter stands for loose leaf material, which 
products have a multitude of uses in the office, indus- 
trial and automotive environment. 


J. C. ADAMS COMPANY, LIMITED is a manufacturer 
and distributor of such well-known brand names of 
automotive product as ANCO Windshield Wiping 
Equipment, ROBERTSHAW FULTON Thermostats and 
Caps, JACO Windshield Wiper Motors, WHIRL Garage 
Creepers, DORMAN Hardware, CRC “Tool box in a 
can’, BISHMAN Tire Service Equipment, JACO Service 
Station Signals and others, serving primarily the auto- 
motive aftermarket. 


PERMATEX-PEP LIMITED manufactures and distributes 
adhesives, sealants and chemical specialties for the 
automotive, aeronautical and industrial fields. 


WORKING CAPITAL AND SHAREHOLDERS’ EQUITY 
Working capital increased from $483,000 at August 
31st 1967 to $515,000 at December 31st 1968. The 
net worth of your Company increased from $853,000 
to $1,160,000. No adjustment was made for the differ- 
ence between the investment in Gabriel and the value 
of this investment when expressed in terms of the net 
worth of Gabriel. 


OUTLOOK 

The ever-increasing demand for automotive product 
provides excellent opportunity for sales and earnings 
growth. Further, the beneficial impact on earnings by 
the acquisition of JACO and our reorganization is 
expected to materialize in 1969 and preliminary re- 
sults are extremely encouraging. 


APPRECIATION 

We welcome to our organization the many fine people 
who joined us in 1968 and we thank all of our per- 
sonnel for their loyalty and untiring efforts. We thank, 
as well, our suppliers and our customers ‘for their 
continued support. 


ON BEHALF OF THE BOARD OF DIRECTORS, 


CL 7B. VAN DER HOUT, 
President 
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ASSOCIATES LIMITED AND SUBSIDIARY 


(Incorporated Under the Laws of the Province of Ontario) 


ASSETS 
1968 1967 
CURRENT 
Gashron mand anciiita bait kee ss cee tesco oe ena $101,288 $ 48,645 
ANGCOUMTSENECEIN GO LG ate Gl Ce eee eee eee em ee 141,592 176,306 
Sundry receivables and prepaymentS.n..) ci. traction oe ar nee eee 21,479 29,040 
Merchandise inventory, at lower of cost and net realizable value.................. 336,615 362,198 
TotalcurremtiasSe tsa scone. coaster te oe aC ere ee 600,974 616,189 
INVESTMENTS AND ADVANCES (Note 2). 000.0000... cece ccceeeececececeseeececeeeaes 338,466 333,500 
FIXED ASSETS 
Equipment}, at: costs crea ciiant to. sane ae: se ceteat der ee ctelee te Seine ec nee era 114,289 109,664 
Less accumulated depreciation and amortization. 2.0.0.0... ccceeeeeceeeeeeees 85,831 74,922 


28,458 34,742 


$ 967,898 $984,431 


AUDITORS’ REPORT To the Shareholders of Van Der Hout Associates Limited 


We have examined the consolidated balance sheet of Van Der Hout Associates Limited and its 
wholly-owned subsidiary, Nelmor Corporation (Canada) Limited, as of August 31, 1968, and the con- 
solidated statement of earnings and retained earnings and consolidated statement of source and appli- - 
cation of funds for the year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered neces- 
sary in the circumstances. 


In our opinion, these financial statements present fairly the consolidated financial position of the 
companies as of August 31, 1968 and the consolidated results of their operations and the consolidated 
source and application of their funds for the year then ended, in accordance with generally: accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


STARKMAN, KRAFT, ROTHMAN, BERGER & GRILL 
December 12, 1968. Chartered Accountants. 


CONSOLIDATED 
BALANCE SHEET 


AS OF AUGUST 31, 1968 


(With comparative figures as of 
August 31, 1967) 


LIABILITIES 


CURRENT 
Necounts:payable; and accrued liabilities... ii scdicce. lous iecaceeeadnesseeoeconesuneees 


PrOVISIOBEOMtaXeSTOMMMGONIG ae Rape Re ene ee eaecte MOR cee eaetee ee ae 


SHAREHOLDERS’ EQUITY 
Capital (Notes 5 and 6) 
Authorized: 


1,500,360 common shares no par value 


Issued: 
TES SOO SSN ATS ete se Racca en eI tae Mia Mae git A Seg 


Bt AIBC SE GTINL IOS 5. 2)s: va niadngiatcGuteenck vctstut. Pete gs Ui, Aes Sete Oe Oe Ree Sh ae. 


1968 1967 


$103,378 $ 130,937 
5,134 — 


108,512 130,937 


342,504 342,504 
516,882 510,990 


859,386 853,494 


$967,898 $984,431 


APPROVED ON BEHALF OF THE BOARD OF DIRECTORS 


J.B. VAN DER HOUT, Director 


SEE ACCOMPANYING NOTES. 


E. E. NOONAN, Director 


CONSOLIDATED STATEMENT 


OF INCOME AND 
RETAINED EARNINGS 
FOR THE YEAR ENDED AUGUST 31, 1968 


(With comparative figures for the year ended 


August 31, 1967) 


i 


Lan Wer ltout 


Sales: meth coco Sil cited AON a on ee ee eRe 
Costhot sales. saree roti ic Shatin Rem ene Ete 
Selling, general and administrative expenses......... 
Net income from operations 

before the undernoted... 25 ee cees ee 


Depreciation and amortization of fixed assets 


Dividend sincomes... eee 


Profit on sale of marketable securities 


Provision for taxes On INCOME. ...............:.ccccece cee eeees 
Net income for the year......... Br set oe ee A tal 
Retained earnings at beginning of year.................. 
Profit on sale of company’s | 


shares owned by subsidiary....................000000e 


Retained earnings at end of yeafr................... cee 


1968 1967 

$ 1,301,143 $ 1,566,821 

$ 1,074,478 $ 1,287,723 
206,730 1,281,208 260,250 1,547,973 
19,935 18,848 
9,730 12,238 
10,205 6,610 

me 772 
= se 8,887 9,659 
10,205 16,269 
4,313 ; 5,363 
5,892 10,906 

510,990 462,837 
2 510,990 a7 OAT 500,084 
$ 516,882 $ 510,990 


aT a Sh ea OT TR TTT AT SE SE 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, AUGUST 31, 1968 


1. BASIS OF CONSOLIDATION ; 
The accompanying consolidated financial 
statements include the accounts of the Com- 
pany and the accounts of its wholly-owned 
subsidiary, Nelmor Corporation (Canada) 
Limited. 


2. INVESTMENTS AND ADVANCES 
Investments and advances consist of: 
Common and preferred shares of 
Gabriel of Canada Limited at cost $ 323,500 
Demand loan receivable, Vanal 


Manufacturing Company Limited 10,000 
Investments in marketable securi- 
ties, at cost (market value $4,364) 4,966 


$338,466 


The company owns 49% of the issued voting 
capital of Gabriel of Canada Limited and 


49.8% of the issued non-voting preference 
shares. : 


3. COMMITMENTS 
The Company, jointly with Nelmor, are les- 


sees of premises under leases expiring June. 


17, 1976. The annual rental payable from 
September 1, 1968 to June 17, 1976 amounts 
to $41,250 exclusive of certain occupancy 
costs. 


The Company has guaranteed a lease expir- 
ing May 31, 1977 for premises occupied by 
Gabriel. The annual rental payable from 
September 1, 1968 to May 31, 1977 amounts 
to $15,935 exclusive of certain occupancy 
costs. 


4. NOTES RECEIVABLE AND PAYABLE — 


CONTRA 
In 1967, Nelmor sold- 24,950 common shares 
of the Company to the holder of notes pay- 


ASSOCIATES LIMITED AND SUBSIDIARY 


CONSOLIDATED STATEMENT 
OF SOURCE AND 


APPLICATION OF FUNDS 
FOR THE YEAR ENDED AUGUST 31, 1968 


(With comparative figures for the year ended August 31, 1967) 


SOURCE OF FUNDS 
Operations 


Net income for the year 


Items not involving an outlay of funds: 
Depreciation and amortization 


Cost of marketable securities sold ..................... 
Sales of parent company’s shares 

owned by subsidiary (Note 4)................0.5. 
Less: Deferred portion of notes 
receivable taken back on sale... ooo... ees 


APPLICATION OF FUNDS 
Net additions to fixed assets..............00..0e 
Purchase of marketable securities.................0..... 
Special refundable’ tax..........s. ues. 
Reduction of long-term maturity 
of notes payable (Note 4)................ 


Net increase in working capital ...............0.00000.0 0. 
Working capital at beginning of year.................... 


Working capital at end of year...................:: ee 


1968 1967 
$ 5,892 $ 10,906 
9,730 12,238 
15,622 23,144 
71,522 
$62,755 
- 31,378 315377 
2,730 — 
18,352 126,043 
3,446 19,625 
4,966 — 
Ey 2,730 
~ 15,689 
8,412 38,044 
9,940 87,999 
482,522 394,523 
$ 492,462 $ 482,522 
SSSS——— _————— 


able for $62,755 being the balance owing 
on the notes at that time. At August 31, 1968 
the balance due to Nelmor and the balance 
owing by the Company in the amount of 
$31,378 has been eliminated on consolida- 
tion. 


5. ACQUISITION OF SUBSIDIARIES 

Effective September 25, 1968, the Company 
purchased 50,000 common shares of Jaco 
Catalogue Equipment Limited, being all of 
the issued voting shares of that company. As 
partial consideration for this purchase, the 
Company allotted and issued 66,666 common 
shares of the Company at $4.50 per share. 
The vendors have entered into an agreement 
whereby these shares have been placed in 
escrow, to be released 20% annually com- 
mencing October 31, 1969 and ending Oct- 
ober 31, 1973. 


Jaco Catalogue Equipment Limited owns 


100% of the issued capital of J. C. Adams 
Company Limited, and J. C. Adams Company 
Limited owns 51% of the issued capital of 
Permatex-Pep Limited. 


The purchase of the 50,000 common shares 
of Jaco by Van Der Hout Associates Limited 
resulted in an excess cost of investment over 
equity in net assets acquired of $133,922. 


STOCK OPTIONS 

Subsequent to August 31, 1968, options to 
purchase 50,000 common shares of the Com- 
pany at $4.00 per share were granted to 
certain employees, and are exercisable from 
November 1, 1969 to October 31, 1973. 


REMUNERATION OF DIRECTORS AND 
SENIOR OFFICERS 

Total remuneration of directors and senior 
officers for the year amounts to $36,367. 
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ASSOCIATES LIMITED AND SUBSIDIARY COMPANIES 


(Incorporated Under the Laws of the Province of Ontario) 


ASSETS 
December August 
31 31 
CURRENT: 1968 1968 
Gashiomplaind vatacettai ba rnlew eerie cece ee ar ee at ere ern errr $ = $ 101288 
AGCOUATSTECEINADILSs TCL Oe tate cr crate eee ree ens eee ee 382,599 141,592 
Sundry receivables and prepaymentsme.co 1.2... y te ea eee 17,351 _21,479 
Merchandise inventory, at lower of cost and net realizable value................. 1,143,677 336,615 
Total CUrFEMEaSSOTS sacchari ieee ee Sc ae 1,543,627 600,974 
INVESTMENTS AND ADVANCES (Note 2).0o tee 338,466 338,466 
FIXED ASSETS 
Property,'plant.and equipment, at cCocity. o .8 Le... 0.2 eae 330,622 114,289 
Less accumulated depreciation and amortization... ctceeeeeceees 170,322 85,831 
160,300 28,458 
OTHER: 
Excess of cost of investment in subsidiaries over equity in net assets 
ACQUITEC HINGES) nba shen eee me eel Ach Peas ane cteae teenage, 246,203 — 
Cash sugrender-vallle onlite imsuraneewen fens. ona) fs ten eee erm 55,531 — 
301,734 — 


$ 2,344,127 $ 967,898 


AUDITORS’ REPORT 17o the Shareholders of Van Der Hout Associates Limited, 


We have examined the consolidated balance sheet of Van Der Hout Associates Limited and its 
subsidiary companies as at December 31, 1968 and the consolidated statements of income and retained 
earnings and source and application of funds for the four months ended December 31, 1968. Our. ex-. 
amination included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the 
companies as at December 31, 1968 and the results of their operations and the source and application 
of their funds for the four months ended December 31, 1968, in accordance with generally accepted 
accounting principles consistently applied throughout the period. 


LAVENTHOL KREKSTEIN HORWATH & HORWATH 
February 18, 1969. Chartered Accountants. 


CONSOLIDATED 
BALANCE SHEET 


AS OF DECEMBER 31, 1968 
(With comparative figures as of August 31, 1968) 


LIABILITIES 
December August 
31 31 
CURRENT: 1968 1968 
BRAIN DICAMESSHINGLGtA)H Bos, cote mocha cr hoe vuesedoncees cs tcoreb eels Me ees $ 252,029 $ = 
Accounts payable and accrued liabilities........ EY bh he Shonda 703,274 103,378 
PVA St OM MO MaAXS SO MEM COMM Cs aaa e eo oes Lcodendeesn sos ouasemtesetecese: ccwodenstaneesaSenck ast 48,746 Sloe 
Minority interest, redeemable in 1969 (Note 5)... cceccceceeeeeececceeeee cece eevee 24,900 — 
Total) -ciireriir’ TSTMS ae tascalats eee aa enon ae er ee ee 1,028,949 108,512 
LONG-TERM DEBT: 
Byermoncdade payable, due JUNE 1, 1975........2..:.ccusccataetensesadgeaneerseeenheitees 22,500 — 
MEE MURS SPIN LC 2) Ree ao vy. dre covmyons susie cad ciuowans btn tiee petnadeaneatante ata eee 157,736 - 
Race OGilOln HEGeennaOle AM. IONS o.oiics dhe neSena, da 2See0dd poss dace cnpaah etna ee eee 24,900 -= 
132,836 = 
SHAREHOLDERS’ EQUITY 
Capital (Notes 3, 8): 
Authorized: 
1,500,360 Common shares, no par value 
Issued: 
SAO> GGu CONAMOM SMANCSissacceescebnesee gee Seonsaet oon oe eee ee ee 642,504 342,504 
Reta trec Sahil mnG Sats cere steer ser ee ace c eae hones ests Sate ene ce 517,838 516,882 
1,160,342 859,386 
$ 2,344,127 $ 967,898 
APPROVED ON BEHALF OF THE BOARD OF DIRECTORS 
J. B. VAN DER HOUT, Director E. E. NOONAN, Director 


SEE ACCOMPANYING NOTES. 


CONSOLIDATED STATEMENT 
OF INCOME AND 


RETAINED EARNINGS 
FOUR MONTHS ENDED DECEMBER 31, 1968 


Sales, net 
Cost of sales 
Selling, general and administrative expenses 
Net income from operations before the undernoted 
Depreciation and amortization of fixed assets 
Minority interest in loss 


Net loss for the period 


Retained earnings at September 1, 1968 


Add adjustment to prior period’s income 


Adjusted retained earnings at September 1, 1968 


Retained earnings at December 31, 1968 


Nan IDer Mout 


$ 1,017,821 

$ 762/872 
253,666 1,016,538 
1,283 
7,286 


(6,003) 
1/962 


4,041 


516,882 
4,997 


521,879 


$. 5Si7838 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, DECEMBER 31, 1968 


ile 


BASIS OF CONSOLIDATION: 


The accounts of all subsidiary companies 
have been included in the consolidation. 
Three newly acquired subsidiaries (see Note 
3) have been included from September 25, 
1968, only, the effective date of acquisition. 
The company and a subsidiary, Nelmor Cor- 
poration (Canada) Limited changed their fis- 
cal year end from August 31 to December 31, 
1968. Their accounts are included in the 
consolidation for the four months anded 
December 31, 1968. 

INVESTMENTS AND ADVANCES CONSIST 
OF: 

Common and preferred shares of 


Gabriel of Canada Limited at cost $323,500 
Demand loan receivable, Vanal 


Manufacturing Company Limited 10,000 

Investments in marketable securi- 

ties, at cost (market value $2,263) 4,966 
$338,466 


The company owns 49% of the issued voting 


capital of Gabriel of Canada Limited and 
49.8% of the issued non-voting preference 
shares. The company’s interest in the net 
income of Gabriel for the year ended Decem- 
ber 31, 1968 was approximately $200,000. 
Gabriel is precluded from redeeming prefer- 


ence shares or declaring dividends until such 
time as loans made to finance its 1966 ex- 
pansion are repaid. 


ACQUISITION OF SUBSIDIARIES: 


Effective September 25, 1968, the company 
purchased 50,000 common shares of Jaco 
Catalogue Equipment Limited, being all of 
the issued voting shares of that company. As 
partial consideration for this purchase, the 
company allotted and issued 66,666 common 
shares of the company at $4.50 per share. 

The vendors have entered into an agreement 
whereby these shares have been placed in 
escrow, to be released 20% annually, com- 
mencing October 31st, 1969 and ending Oct- 
ober 31st, 1973. cee 


Jaco Catalogue Equipment Limited owns 
100% of the issued capital of J. C. Adams. 
Company Limited, and J. C. Adams Company - 
Limited owns 51% of the issued capital of 
Permatex-Pep Limited. 


The purchase of the 50,000 common shares 
of Jaco by Van Der Hout Associates Limited 
resulted in an excess cost of investment over 
equity in net assets acquired of $133,922. 
The balance of the-excess cost as shown on 
the balance sheet arose upon the acquisition 
by Jaco of J. C. Adams Company Limited 
in 1961. 


CONSOLIDATED STATEMENT 
OF SOURCE AND 


APPLICATION OF FUNDS 
FOUR MONTHS ENDED DECEMBER 31, 1968 


- ASSOCIATES LIMITED 
AND SUBSIDIARY COMPANIES 


Dnesscg os rp oe ee 


SOURCE OF FUNDS: 


Operations: 
BtenIOSS TORING PEO. (0... i. iueetsatyh bated saceusie ed aheons habe ; $ 4,041 
Items not involving an outlay of funds: 
Depreciation and amortization: ..),...!)....1secese sucaleresn stirs $0) 7,286 
Munonay interest in loss. 0)). 55.2 yeu babs nalnt edie nets (1,962) SO S24 silliness 
Adjustment to prior year’s income taXx................c.ccececeeeeeteteeee 4,350 
Proceeds from stock issue (Note 3)... ccc 300,000 
Mortgage payable (exclusive of current portion) ................. 22,000 
Minority interest in net assets of subsidiaries acquired .......... 159,698 
/ 487,331 
i APPLICATION OF FUNDS: 
Additions to property, plant and equipment (net)..... .......... fr 138,481 
t Excess of cost of investment in subsidiaries over equity 
| nimenassets acquired.) ht va Sto fs ee ee OW) «hat eer al 246,203 
Cash surrender value of life insurance acquired .................... 55,5351 
Portion of minority interest redeemable in 1969.0... 24,900 465,115 
Increase in working capital.............. RGN UE eh NON eae a1 ts RT, Gao ee 22,216 
Working capital at beginning of period...............0..::ceeeteteeeee 492,462 
a Working: capital at end Of period. .......8...6.. ces scoutieniats Se cetee erat $ 514,678 


t 


4. BANK INDEBTEDNESS: 


A portion of the accounts receivable and in- 
ventories are pledged as collateral for the 
bank indebtedness. 
MINORITY INTERESTS: 
The minority interest consists of: 
1. 8,300 6% third preference 

shares of Jaco Catalogue Equip- 


mente eimitecd enue wee hee $ 124,500 
2. 49% of the issued capital of 
Permatex-Pep Limited and relat- 
ed retained earnings .._...... 33,236 
$157,736 


The company has given the following under- 
taking to the preference shareholders of Jaco: 
a) To cause the 6% dividend to be declared 
each year on the outstanding third prefer- 
ence shares of Jaco 
b) To cause the redemption of the 8,300 
third preference shares at $15 par value 
over a period of five years, 20% each 
year, commencing October 31, 1969. 
COMMITMENTS: 
The company and its subsidiaries occupy cer- 
tain premises under leases which expire at 
various dates up to 1976. Exclusive of certain 
occupancy costs and escalations resulting 
from property tax increases, the annual rental 


commitments are as follows: 

1968 - 1970 $75,559 

1971 - 1976 $41,250 
The company has guaranteed a lease which 
expires in 1977 for premises occupied by 
Gabriel of Canada Limited. The annual rental, 
exclusive of certain occupancy costs amounts 
to $15,935. 
NOTES RECEIVABLE AND PAYABLE — 
CONTRA: 
In 1967, Nelmor sold 24,950 common shares 
of the company to the holder of notes pay- 
able for $62,755, being the balance owing 
on the notes at that time. At December 31st, 
1968, the balance due to Nelmor and the 
balance owing by the company, in the 
amount of $31,378, has been eliminated on 
consolidation. 
In 1969, the balances on the notes receivable 
and payable were repaid. 
STOCK OPTION: 
Options to purchese 50,000 common shares 
of the company at $4.00 per share were 
granted to certain employees, and are exercis- 
able from November Ist, 1969 to October 
Siist. 1973: 
REMUNERATION OF DIRECTORS AND 
SENIOR OFFICERS: 
Total remuneration of directors and senior 
officers for the period amounts to $23,900. 


1 


Be ai 
Mis 
‘Gabriel of Cenada Limited (4 
weal Catalogue Equipment ir od 
anne /Nelmor Conporation 7 
ny f a oe 


